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TEXT: 

...shareholder whose captive writes only related business (the business of 
the shareholder) . 

The original IRS argument was that a captive is an insurance company in ■ 
form only, not in substance. The IRS has maintained that in a captive 
arrangement, the risk of loss is not shifted outside the "economic family," 
and ... 

...Hospital Corporation of America v. Commissioner of Internal Revenue and 
Kidde Industries v. United States allowed deductions for taxpayers in a 
holding company structure. (See chart , "Holding Company Approach," for a 
depiction of such a structure.) 

The rulings allow deductions for unpaid claims to be taken the year in 
which the . . . 

...commercial insurance transactions. 

'Another stimulus to captive activity has been the rise of enterprise risk 
management. The traditional risk management approach has been to: (1) 
identify individual risks ; (2) implement controls to reduce or 
eliminate as much risk as possible; and (3) set up a plan to finance the 
remaining risk. 

Today, this approach is evolving to quantify. . . 

...percent of the total book of business underwritten by the captive 
originates from third parties. There are many kinds of controlled 
third-party business. (See chart , "Examples of Controlled Third-Party 
Captive Business."} 

The middle market is a main source of captive growth. A growing number of 
mid-sized businesses are... 

...group-captive programs. Today, many insureds with a total cost of risk 
as low as $500,000 per year are pursuing captive opportunities. 

In one form of group-captive arrangement, the heterogeneous group 
captive, members from various industry groups collectively insure layers of 
risk. Generally, these programs are limited to primary... 



